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1. (a) This message ia 
accordingly. 



Unclassified but Sensitive. Please handle 



2. (U) Summary i Gaston Parr* Luzardo's designation as the fourth 
Preaident of Petroleoa de Venezuela S.A. (PDVSA) during the three - 
year term of the Chavez presidency baa unleashed a £ ireatom of 
controversy. General Lane da bad added to it with frank atatenenta 
in the press on the current state of PDVSA and the Venezuelan 
economy. POVSA employees are publicly protesting Cbavea'e change 
in leaderabip at the company. End suonary. 



LAMBDA'S 8VAMSOHO 



3. (U) Gaaton Parra was sworn in aa PDVSA Preaident in a'late 
afternoon ceremony on February 13. Hours before. General 
Guaicaipuro Lamada took an emotional leave from PDVSA after 
offering a farewe lLpreaa conference, in this and aubBeouent 
preaa conferences ! [ famnjii confirmed 
that in 2001 PDVSA stumped up some $12 billion Co the GOV, of 
which $7.3 billion was through income taxes and royalty payments 
and $4.8 billion in dividends. Expanding on tbia theme. Lamed* 
noted that PDVSA has also bad Co absorb the cost of the OOV's 
internal market pricing policy, subsidising the value of fuel such 
that it ia aold cheaper than the actual production coat. As a 
result, internal demand for fuela haa increased, at an expense to 
PDVSA of valuable exports. He estimated the coat to PDVSA at $400 
million apifflalVfc. 
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PARRA'S PUBLIC PACK 



6. (U) In his first public comments, Parr* said be is considering 
revamping the company to cut costs and that be would review 
pdvsa's international operations. Be added that private domestic 
capital should be allowed greater participation in the company's 
oil operations. These rather anodyne comments, however, were 
offset by bis performance in front of the National Assembly on 
February 21 in which he made a highly, political speech with a 
strong injection of Cbavista rhetoric. * 



THE HEW BOARD 



7. (0) The new pdvsa Board was named on February as and includes 
several members considered by an official at the Venezuela 
Petroleum Chamber to be "taliban," ("taliban" is generally 
considered to refer to a leftist Chavez supporter) . Only two 
members of the current Board have been reappointed i vice 
President Jorge Kankoff and Director and retired General Arnoldo 
Rodriguez Ochoa. Vice Presidents Karl Masaika, Vicanso Paglion* 
and Bduardo Preeelj, all well respected professionals, have been 
removed. Other members of the new Board include Alfredo Rlera, 
currently Director General of Bitor; Luis Davila, currently pdvsa 
Finance Director; Carlos He&dose fetalis, former Venezuelan 
Ambassador to Saudi Arabia; Argenis Rodriguez, a geophysics expert 

from Intevep who is ssid to be close to All (todrlguec Jesus 
VillanUevs, Chief PDVSA Auditor; Felix Rodriguez, current manager 
of the pdvsa Lagunillss District in the State of Zulia; Rafael 
Ramirez, Bnegas President; and Clara Coro, current director of 
Hydrocarbons Economy and Planning at the MEM. The official at the 
Petroleum chamber identified the 'taliban' membera an Carlos 
Masdoza Patella, Luis Davila, Jesus Villanueva and Clara'Coro. 
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9. (0) PDVSA itself has gone to unprecedented lengths in the past 
week to make known its diaeatisf action with the new regime, 
particularly what it perceives to be a threat against the 
traditional meritocracy of the company. In a welcome dinner for 
Parra held in PDVSA 's cafeteria the night of February 13, 
employee* reportedly held a make-shift "caeerolazo" protest, i.e. 
banging their cutlery, several employees protested outside PDVSA 
at the end of the week and on Monday, February 25, virtually the 
entire senior management of the company joined in signing an 
unprecedented public petition entitled "Let's Save PDVSA" 
(■Salvaguardemos PDVSA 1") . This document states in part, "He 
recognize the right of the legally constituted government . . .to 
designate the PDVSA Board. At the same cine, we reject the break 
in the meritocracy, which has been the essential foundation for 
the professional and technical structures of this institution. 
The substitution of a hierarchy of knowledge and professional 
merit... for a hierarchy of political affinity or apparent belief in 
a (political) faction or ideology will break discipline and 
internal coherence." So far, over 13,000 PDVSA rank and file 
employees have signed petitions is support of senior management. 

COMMENT 



10. (SBU) Given the important role it plays in the Venezuelan 
economy and society, it is hardly surprising that PDVSA and its 
employees axe being sucked into the tm-antna tviHtri^itl f .mtnt 
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